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According to the official statistics agency (Instituto Nacional de Estadistica, INE), the consumer
price index (CPI) increased by 3.42% in September, slightly higher than the monthly inflation rates
registered in July and August, when the CPI jumped 3.2% and 3.1%, respectively. Notwithstanding
the upward tendency in prices last month, inflation so far this year remains substantially lower than
in 1993, when annual inflation reached 52.3%. The inflation rate for the 12-month period ending in
September was only 41.3%, according to INE. Accumulated inflation for the first nine months of the
year is now 29.8%.
INE estimates that by year-end, total inflation will reach a maximum of 41.6%, slightly higher than
the government's original goal of 40% annual inflation for 1994, but still markedly below the rate
registered in 1993. Since President Luis Lacalle took office in March 1990, his administration has
maintained strict fiscal and monetary policies to lower the deficit and cut the bottom out of inflation.
Annual inflation peaked in 1990 at 129%, but declined each year since then, dropping to 81.5% in
1991, to 58.9% in 1992, and finally to 52.3% in 1993. Indeed, a new report by the UN's Economic
Commission for Latin America and the Caribbean (ECLAC) attributed the drop in inflation since the
beginning of the year to the government's restrictive fiscal and monetary policies.
According to ECLAC, by year-end government expenditures for 1994 will have increased by nearly
12% compared with 1993, but the Lacalle administration's efforts to increase tax income this year
helped offset the growth in the budget. In addition, rather than finance the budget gap with deficit
spending, the government drew on external financing to cover its needs. Meanwhile, the Central
Bank reports healthy economic growth of 3.8% during the first semester of 1994. A huge spurt in
economic activity during the second quarter of the year accounts for the overall jump in GDP from
January-June. During the first quarter of the year, the GDP had fallen by 0.5%, largely because of a
general strike in the construction sector that paralyzed output from January-March.
In addition, a sharp drop in contracts in the industrial sector led to sluggish industrial performance
since January, but particularly in the first quarter of the year. Nevertheless, during the second
quarter the construction sector came back on line, industrial production picked up, and the
commerce sector reported a boom in activity. As a result, the Central Bank reported robust growth
of nearly 6% in the second quarter, which pushed the overall expansion in GDP to 3.8% for the first
semester. The government now predicts that by year-end, annual GDP growth will reach about
3.5%, representing substantial improvement over 1993, when the GDP expanded by barely 2%
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